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By: Robert E. Merriam 
Asst. Dir. of Bureau of Budget 
U.S. Government 


BUDGETING... 


THE WORLD’S BIGGEST BUSINESS 


In reading this article remember that it was adapted from a talk delivered 
May 23, 1957 at the National Conference, however, do not let this delayed 
printing stop you from reading this informative article. We must try to better 
understand the vast problems of the Federal Government, and try to develop 
an understanding sympathy toward the fund requirements of the Federal 
Government. The Author documents his case factually and proves his 


points effectively. 


Thanks to certain events in Washington in the 
past several months, the art of budgeteering is 
very much on everybody’s mind. Forthis, I honestly 
and quite sincerely think we should all be most 
thankful, because, as I know all of you are quite 
well aware, that far too many people think of a 
budget as an extremely dry, technical, painful and 
perhaps useless document. Budget makers, from 
family head to Federal budget director, are at best 
thought of as necessary evils and, at worst, as 
the chosen instrument of the devil. If my children 
are any sample of the reaction of those subjected 
to budget limitations, one doesn’t ever win any 
popularity contests in his budget making activity. 
I would suspect that you may have had some of the 
same reactions in your own jobs, 


Perhaps the main point of departure between us, 
you and me, is that we in government must con- 
sider not only the operators, who resent the lim- 
itations we place on their spending, but we also 
must take into account, and rightly, the bill payers, 
who seem to be somewhat “‘mildly’’ upset because 
we haven’t placed enough limitations on spending. 


While it would take many articles, and perhaps 
books to look at the federal budget from all angles, 
I would like to at least clear away a little of the 
debris and oratory and review with you briefly some 
of the myths circulating about the 1958 Federal 
Budget. 


WHAT’S THE FEDERAL BUDGET? 


Actually, the budget is a plan that could be 
looked at in at least three different ways, and it 
usually is, and sometimes all three at the same 
time. 


First, there is a consolidated cash budget, if 
you will, which represents the summation of the 
cash intake and outgo of the Federal government, 
including transactions of the various trust funds. 
Many economists would agree that this represen- 


tation of the flow of money into and outof the 
Treasury is the best indication of inflationary or 
deflationary effects of government transactions. 
Very few people ever even look at these figures. 
If you are interested, the cash receipts total for 
1958 are estimated to be some 86 billion dollars 
and the cash payments are estimated to run at 
some 83 billion dollars,a nice surplus, but shrink- 
ing some what because of an ever-increasing spend- 
ing on the part of the trust funds, the Social 
Security fund, particularly. 


A second budget could be called the appropri- 
ation budget. This represents the various kinds of 
new spending authority which the Congress enacts 
in any one year. Actually, if I may take you down 
the road to confusion, the recommended appropri- 
ation budget is not the 71.8 billion dollars that 
everybody hears and reads about but is 73.3 billior 
dollars, which represents the President’s esti- 
mate of all the new spending authority that will be 
needed in the form of appropriation bills by this 
Congress. 


The third budget, is the expenditure budget. 
This represents the President’s estimate of what 
will actually be spent or obligated in the fiscal 
year by the various agencies of government as a 
result of new spending authority. And that is all 
it is, an authority to spend money, granted both by 
the current Congress and from spending authority 
of appropriation bills already available from pre- 
vious Congressional authorizations, 


The expenditure estimate for fiscal 1958 is the 
71.8 billion you have read about. Two-thirds of 
these dollars will be spent as a result of spending 
authority granted by this Congress, but one-third 
of those dollars actually expended in 1958 will 
come from previously granted spending authority, 
some of it granted as long as five years ago. It is 
the expenditures, of course, that determine how 
much tax revenue we must have to pay our bills 
each year, and therefore this budget is the signi- 
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ficant one in determining tax rates. Also, it is the 
comparison between the expenditure budget and 
the actual receipts by the Treasury that gives us 
our estimate of budget deficit or surplus. 


The real budget, then, as all of us usually 
think of it, with its surplus, which we like to talk 
about, or deficit, which we like to forget, is the 
expenditure budget. 


CONGRESS DEBATES APPROPRIATIONS 


Now, which of these budgets is the Congress 
considering? (May 1, 1957) As I have already 
indicated, the proposals for new spending authority, 
the appropriation budget, is what the Congress now 
has before it, not the expenditure budget. 


As has already been indicated, some of these 
proposals do not necessarily have a direct effect 
on actual expenditures for the next year. For ex- 
ample, the Congress may authorize $200,000,000 for 
the construction of an aircraft carrier, and the 
money may actually be spent as a result of that 
authorization over the next four or five years. But 
there are other complications. 


The box score which many papers are now run- 
ning on cuts made by the Congress in Presidential 
requests for new spending authority in the annual 
appropriation bills usually fail to consider the 
fact that specific dollar authorization for new 
spending authority often is embodied in substantive 
legislation which does not go throughthe Appropria- 
tion Committee. In this last session of Congress, 
for example, over 4 billion dollars of new spend- 
ing authority was authorized by the Congress with- 
out reference to the Appropriations Committee in 
any way, shape or form, and already in this year 
one pending bill which was not referred to the 
Appropriations Committee, the housing legislation, 
adds as much new spending authority to the Pre- 
sident’s proposals as has been eliminated by all 
the House actions to date on appropriation bills 
—— all of the actions you have heard about and 
read about in such great detail. In addition, many 
of the cuts in new spending authority which have 
been voted by the House may not reduce actual 
expenditures in the next year, although the Con- 
gress usually doesn’t like to be reminded of this. 


For example, the various veterans’ compensation 
and benefits are based on formulae which are 
written into the law. The payments by the Federal 
Government to eligible veterans are mandatory, 
if they meet the criteria, and must be based upon 
this formulae. 


The House, in its current quest for savings, cut 
$139,000,000 from the President’s estimate of 
what will be needed to meet these mandatory pay- 
ments next year on the ground that the estimate 
might be 5 per cent too high. But the estimate is 
based on long experience in computing the re- 
quirements and it has usually proved accurate. 
Last year, for example, the etsimate, rather than 
being too high, was too low. But if one followed 


the House reasoning, he could just as easily say 
that the estimate is 5 per cent too low. 


The net of all this is that if the judgment of 
the House is wrong, this money will have to be 
appropriated before the end of the fiscal year. 


To illustrate further, in the fiscal year 1956, 
nearly one billion dollars was added to the new 
spending authority for the departments by sup- 
plemental appropriations which were made after 
the regular appropriation bills were enacted. In 
some instances, Appropriations Committee reports 
specifically state that if new spending authority 
which is granted is not enough, the department 
should come back for more. 


The long and the short of it, unfortunately, is 
summed up in this week’s (May 23, 1957) report 
of the Joint Committee on Internal Revenue Tax- 
ation, which some of you may have noted. They 
indicate that 1958 budget expenditures, believe it 
or not, will be. higher than originally estimated in 
the President’s budget message, regardless of 
what the Congress does on pending appropriation 
bills. As has already been revealed, defense 
expenditures, as one example, are running con- 
siderably higher than expected. 


NEW PROGRAMS? 


Now, are there a lot of new programs in the 
budget? Undoubtedly, you have read statements 
that there are many new programs in this budget. 
The implication has been that the administration 
was entering countless fields of new endeavor 
in a blind spending of the people’s money. 


Fact 1: We identify 13 so-called new federal aid 
programs in the President’s 1958 budget request. 
They involve estimated expenditures in 1958 of 
248 million dollars out of the 71.8 billion dollars, 
of which 185 million dollars is for Federal aid to 
school construction. That is contingent on the pas- 
sage of legislation, which as of the moment is not 
moving very rapidly. Of the remaining 63 million 
dollars in expenditures, one-half if for the follow- 
ing: disaster loans for small business enterprises, 
such as those wiped out in the New England flood 
of 1955; a nuclear indemnity program which will 
make it possible, we hope, for private enterprise 
to build and develop nuclear power facilities rather 
than the Federa] government —— we will be saved 
countless hundreds of millions of dollars if this 
program works. 


In short, private people said that they were 
unable to get insurance on nuclear power plants 
because of the danger of explosion, and there- 
fore, if they were to build these power facilities, 
they would have to have some kind of indemnity 
program as an insurance background; And, finally, 
a stepped up program of assisting states to organize 
themselves in the civil defense field. 


Most of the remainder is for a program which, 
incidentally, has already been enacted by the 
Congress, to assist farmers and ranchers in the 
drought areas to re-seed their grazing lands. 


These are the many newfangled programs which 
allegedly are found in this budget. 


Fact 2: The Congress is now considering many 
pieces of legislation not supported by the Adminis- 
tration, as, for example, bills to provide a general 
pay raise —— the cost, $1,750,000,000. To raise 
rates of compensation for veterans. This one has 
passed the House of Representatives —— the cost, 
$170,000,000. To authorize a federally-constructed 
dam at Hells Canyon —— the cost, probably not 
less than $500,000,000. To liberalize public 
assistance grants even further —— the cost, 
$43,000,000. To liberalize benefits payable under 
the War Claims Act ~—- the cost, $100,000,000. 
To liberalize Spanish-American War pensions —— 
the cost, $20,000,000. And so on. 


Fourth, is the Administration budget for 1958 
exorbitantly above the low point of 1955? I would 
like to pause right here and ask a question, and | 
hope I get an honest answer. I wonder if you would 
ask yourself if your businesses have a lower 
expense budget for 1957 than for 1956. The point, 
of course, that I wish to make is that we are ina 
very dynamic and a very fast-growing economy. 


The facts with reference to these budgets are as 
follows: 


It is true that expenditures projected for 1958 
are over 7 billion dollars higher than 1955, the low 
point of this administration in terms of expenditures. 
But the implication that the increased spending 
estimates are the result of vast newfangled pro- 
grams isn’t true. The fact is that 4'4 billion dol- 
lars of this increased expenditure is associated 
directly with past wars and security against future 
wars. And 2.7 billion of the increase of 1958 over 
1955 is in major national security items, the mili- 
tary, the Atomic Energy Commission and military 
assistance. This is caused by the fact that we are 
shifting to a new guided missile program as our 
major weapon, but we dare not abandon our older 
conventional defenses. We have just entered into 
this era of overlapping double costs, research and 
development of missiles, at a fantastic price, on 
top of the complete strong conventional weapons 
arsenal. 


» 
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Who is to say amongst us that at Sine Grieseal 
moment in the world’s history we shou abandon 
either? 


Other products of the increase 
sociated with past wars or present 
a $263,000,000 increase in the international 
field; a $299,000,000 increase in interest on the 
national debt, largely war derived, as you know; 
and a $570,000,000 increase for increased veterans’ 
benefits. All other increases in the 1958 budget 
expenditure over 1955 total 2.8 billion dollars. In 
this figure are included salary increases for F ederal 
employees averaging over 10 per cent, substantial 
increases in public assistance grants tothe states, 
(which the Congress authorized) increased retire- 
ment pay payments by the government; a greatly 
enlarged health research program, searching for 
the cause of the modern killers, cancer, heart 


disease, etc.; improvement of our parks and other 
natural resources, and all of the things which the 
government does for 170,000,000 people. Some of 
these increases have been caused by price rises. 


REVIEW OF BUDGET PREPARATION 


Now, the, fact is that this budget, which has 
received such very critical attention, has been 
through the same process as have previous budgets 
in this Administration and in the Administrations 
prior to it. I would like to describe just briefly 
what we go through, because it is a most elaborate 
process. We are starting this spring to develop 
preliminary estimates for the 1959 fiscal year 
budget. Last spring, in other words, we started 
work on the budget which is now before the Con- 
gress for 1958. We obtained preliminary estimates 
from the various departments, which were gone 
over by the staff —— and the Budget Bureau has 
some 430 employees; there is an individual expert 
familiar with each bureau in the government. 


A ceiling is set for the departments to make 
their detailed budget submissions and in the fall 
of the year we receive the detailed budget estimates. 
We have a series of hearings with the departments 
which are full-scale hearings conducted by our 
staff. We then have a review at the Director’s level 
with our own staff, concerning the conclusions they 
have reached. The Directors immediate staff then 
sits down with him to go over the whole thing, and 
he then sits down with the President to go over the 
entire matter again. And may I state that anyone 
who thinks the President has not personaily got- 
ten intothese questions in great detail has another 
guess coming. 


In this process of working up the 1958 budget, 
the departmental estimates —— and you gentlemen 
will, I am sure, appreciate this——the departmental 
estimates were reduced by about 15 per cent, or, 
using our gargantuan figures, by 13 billion dollars. 
Now, those were not padded or inflated requests 
of somebody knowing that his estimates were 
going to be cut. I won’t say that there was none of 
that in there but, by and large, that 13 billion dol- 


lars represented programs that the departments, 


the agencies and the bureaus thought ought to 


be carried out, legitimate programs which somebody 
could well do. 


In the military, for example, the chiefs of staff 
of each of the armed forces, when their totals were 
put together, had asked for 10 billion dollars more 
than they received. 


What I wanted to make clear was that the budget 
review process in the Federal government is as 
intricate a one as| have ever seen. It is one which 
requires, as must be,and | am sure is true in your 
own activities, a searching examination of what 
the needs are and what the facilities are in order 
to meet those needs, and then developing an order 
of priority. 


Fifth, is this the highest peace time budget? 
You have heard that stated many a time. 
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Well, first of all, let me say this. Thankfully, 
not a single American today is fighting in the hills 
and valleys of Korea or any other far away place. 
Yes, in that sense, this is a peacetime budget. But 
we all know also that the world is far from tran- 
quil and for the first time in our lives we are 
readying ourselves in advance of possible trouble, 
in the fervid and prayerful hope that this state 
of readiness will prevent war. 


As the President remarked a week or so ago in 
a meeting at which I was privileged to be present, 
**You know, for a number of decades our military 
defenses have relied largely on God, good luck and 
two oceans,’’ and this is, as he pointed out and as 
must be apparent to all of us, the first time in our 
history when we have had to face up to the fact 
that those two oceans have shrunk into nothing- 
ness and that we do not have a natural barrier 
separating us from our potential enemies. 


COST OF DEFENSE- 


The costs of this defense are high, because we 
ourselves for the first time are bearing the major 
brunt inasmuch as we do not have, as we had be- 
fore, allies upon whom we can rely to bear the 
first brunt of any possible attack. Just compare, if 
you will, our military and other security spending 
in this budget, 34 billion dollars, with the last 
pre-.corean peacetime military and security outlay, 
the 1950 budget, when the national security spend- 
ing was 13 billion dollars. But think of it in this 
way as well. Perhaps this difference, 30 billion 
dollars--and it is a lot of money--represents the 
determining margin which has prevented another 
armed aggression somewhere in the world. 


Actually, the 1958 budget expenditures projected 
in the President’s message are 32 billion dollars 
in total higher than the 1950 peacetime budget. 
As I have already indicated, of this total, 30 bil- 
lion dollars is in this one item, the national secur- 
ity item. 


An interesting fact in addition to that is that 
there are no more civilian employees in the federal 
government today than there were in 1950, despite 
all of the talk you may have heard. 


Of this total, what can we show for this 30 
billion dollar increase since 1950? An army and a 
navy 50 per cent larger, an air force doubled in 
size, a total of 2,800,000 men in uniform, their 
payroll, incidentally, being 10 billion dollars 
a year; a military establishment scattered over 
the world, with 1,000 warships, 41,000 airplanes, 
6200 installations of all types in 33 countries. 
This is the price we pay in the world in which we 
live today. 


The airplanes of 1958 go higher and faster and 
farther (and are louder, I guess,) than their 1950 


counterparts. And they cost over twice as much 
for a bomber and five times as much for a fighter. 
The submarines, nuclear now, cost twice as much 
as they did in.1950, but they can stay under water 
almost indefinitely and they cruise under water at 
a surface speed, 1950 style. 


These are just some of the indications of what 
our money is buying and purchasing in the way of 
defense and security. 


VALUE RECEIVED 


Now, certainly these are gruesome and awful facts 
But these facts and these expenditures are the 
price of freedom in an uncertain world. And we 
are able to hold--and I use that word advisedly--we 
are able to hold the military expenditures to this 
rate only because of a relatively small investment 
in assistance to our allies through our mutual 
assistance program, which allows them to maintain 
ten times the number of troops we have and an equal 
number of ships and planes. What would be the 
cost to us if we had to do these things ourselves? 
And it is generally very little understood, I dis- 
cover, that the bulk of the military assistance pro- 
gram goes to support the armed forces of Korea, 
where there are 20 divisions of South Koreans; 
Formosa, where there still is a strong and fit 
army; and Viet Nam, where they have only recently 
ended the fighting, as we know. These three 
countries get the largest chunk of the so-called 
mutual security program, and those funds are going 
to maintain, in countries that could not possibly 
afford it themselves, armed forces which stand 
literally face to face against the Communists. 


Could these enormous outlays of money be 
cut down? Certainly. But, in the judgment of our 
best strategists, only at the risk of encouraging an 
unpredictable and ambitious depotism to strike 
again somewhere in the world, as it did in Korea 
in 1950, when we did allow our guard to drop. 


It is a high price that we pay, but it isn’t over- 
burdening. And with all of this, in the past four 
years the percentage of the gross national product 
being spent by the Federal government has been 
reduced from 20 per cent to 16 per cent. Per capita 
expenditures have dropped from $469.00 to $416.00. 
Civilian personnel in the government is down 10 
per cent. 


Yes, as you most definitely know, a budget is 
merely a plan designed to guide us toward some 
goal. For you in industry, that goal is a salable 
product, offered attractively, to meet some need of 
our people and to garner a profit. For those of us 
in government, that plan involves not only the 
healthy growth and development of our nation:and 
our people burt our national security and even our 
existence as well. President Eisenhower’s plan for 
1958 is a sound one, a well-thought-out one, a 
sensible one and a safe one. 


BUDGETING... 
PROFIT PLANNING 
AND CONTROL 


By Glenn A. Welsch 


Reviewed by D. L. Watters 
Budget Manager 


Convair—A Division of General 
Dynamics Corporation 


Fort Worth, Texas 


This new book, part of the Prentice-Hall Ac- 
counting Series—edited by H.A. Finney, provides 
a thorough, easy-to-read coverage of dynamic 
budgeting. It is written with the intent of show- 
ing how a comprehensive budget program can be 
of great help to management in accomplishing its 
basic functions of planning, coordination and con- 
trol. 


With emphasis throughout the book on the basic 
functions of management, and the application of 
appropriate budgeting techniques, the material 
should be of interest to executives and account- 
ants alike. The book provides good text material 
for formal training in either the accounting or the 
management field. It does not devote much time, 
however, to the intricacies of cost accounting as 
such—accounting principles and practices are kept 
to a minimum. 


The large amount of research by Dr. Welsch into 
actual business and industrial practice becomes 
apparent as the reader progresses into the book. 
The book is devoted to the principal techniques 
of budgeting which have general application to 
all business and industry. These general techni- 
ques, currently in use by progressive organi- 
zations, are then applied to many specific sit- 
uations to permit adaptation to particular manage- 
ment situations in all sorts of business operations. 
Dr. Welsch presents alternate methods of approach 
to various cost planning and control problems 
and discusses advantages and disadvantages of 
each. This multiple approach is very practical, 
as it brings to mind the many considerations in- 
volved in problem solving, and emphasizes the 
fact that each solution must be tailor made to a 
specific situation. 


In order for the reader to better understand the 
continuity and interrelationship of the various 


parts of a comprehensive budget program, a sample 
program is discussed throughout the book. Schedules 
and reports of a typical organization, The Superior 
Manufacturing Company, are generously illustrated 
and explained through the book and the problems 
following each chapter are related to this same 
organization. An interesting additional feature is 
that a practice set is available extending the pro- 
blems of the same organization for an additional 
fiscal year, providing continuity between the text 
and practice applications. 


The book is divided into four parts, as follows: 


Part I — Budgeting for Effective Managerial 
Control 

Part II — Budget Construction and Application 

Part III — Operation of the Budget 

Part IV— Miscellaneous Budget Considerations 


Part | relates budgeting to the ever increasing 
management problems and discusses what a com- 
prehensive budget system can do for management. 
It shows how closely related budgeting is to the 
planning function, the coordination function, and 
the control function of management. It lists many 
advantages of budgeting, but also points out its 
limitations. Then it discusses the basic essentials 
for effective budgeting organization and respon- 
sibility for budgeting, budget estimates, the budget 
mamual, budget education, and the relationship 
between budgeting and accounting. It covers the 
selection of the appropriate budget periods, and 
discusses budget objectives and responsibility 
accounting. 


Part Il outlines some comprehensive budget 
programs. It describes various types of budgets 
and budget reports. It devotes entire chapters to 
sales planning and control, production and inven- 
tory budgeting, material and purchase budgets, 
direct labor budgeting, expense budgeting, vari- 
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able budgets for cost control, and capital additions 
and cash budgeting. It discusses return on invest- 
ment as a measure of management effectiveness. 
Then it covers the compilation and application of 
the planning budget. Lastly, this section discusses 
the techniques and managerial application of cost- 
volume-profit analysis (breakeven analysis.) 


Part Ill the author covers the very important sub- 
ject of preparation and adaptation of budget re- 
ports for managerial control. He very effectively 
discusses the purposes and essential character- 
istics of effective control reports, the importance 
of reporting by responsibility areas and keeping 
reports simple and suitable to the users, mana- 


gerial follow-up procedures, timeliness and tech- 
nical aspects of budget reports, and the integration 
of accounting and budget reports. A chapter is 
devoted to the analysis of budget variances. 


Part IV consists of three main segments, the 
first covers budgeting and standard costs, and the 
relationship and integration of these two control 
devises. The second segment is devoted specifi- 
cally to budgetary procedures and control for 
nonmanufacturing concerns. The last segment, 
and final chapter, points up some of the prin- 
cipal problems in adapting budgeting techniques 
to particular situations, and re-emphasizes some 
of the primary aspects of effective budget utili- 
zation. 
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By: John F. Mannion 

Senior Vice President 

Continental Illinois National Bank 
And Trust Co. 

Chicago, Illinois 


BANKING AND BUDGETING 


In this article I recognize an opportunity to 
share certain observations with you which I hope, 
among other things, will evidence the important 
degree of interdependence which exists between 
your profession and mine, as well as the major 
responsibility with which each of us is charged 
respecting the maintenance of a robust and 
successful economy. Right at the outset may I 
state that I am going to discuss this inter 
dependence, which I will characterize with the 
observation that you collectively possess, in the 
form of financial data, that which I need to 
intelligently assist you by meeting your money 
and credit requirements to successfully prosecute 
and fulfill a particular program upon which you 
and your company propose to embark. 


Practice in our respective fields of endeavor 
may well be regarded as professional pursuits 
and, as such, is subject to the same danger that 
confronts all practitioners wherein incompetence 
or malpractice by one member can and does bring 
discredit on the entire profession. Consequently, 
it is obligatory on you and on me to exert every 
effort to maintain standards commensurate with 
the high regard in which we expect our professions 
to be held. This is not meant to be a high- 
sounding platitude; rather, I mean it a realistic 
appraisal of specific responsibility, individually 
and collectively. 


Earlier, I referred to mutual responsibility in 
regard tothe maintenance of a successful economy 
and for a few moments I should like to amplify 
this so far as my profession is concerned. So 
often we inthe banking business are the recipients 
of gratuitous comments, often facetious, other 
wise barbed, with respect to our activities that | 
sometimes wonder if those making such remarks 
really appreciate the magnitude of the job done 
by 14,700 national and state banks in this country 
and the terrifically important position they occupy 
in our overall economy. 


Who needs who? Can the Banker and Budget man 
be independent of each other? In this article, the 
Banker describes his views on banking and business 
operations, and how budgeting is intertwined. 


I wonder if they realize that there is very 
little in the way of food, shelter or clothing used 
by them and their families daily that some bank 
has nothad a part in providing. This participation 
by the banker extends from financing the producer 
of the raw material through to financing the 
fabrication and the end product distribution. Then 
the banker will help, directly or indirectly, 
finance the consumer in his purchase of the 
product. Superimposed on all of this, your banker, 
by accepting deposits and clearing checks, pro- 
vides a medium for balancing the books of 
corporations, firms and individuals of the nation. 


All of this is aside from the auxiliary functions 
such as trust department facilities, savings 
department, safekeeping, investment counsel, and 
a multitude of other activities involving six major 
departments and more than fifty distinct services 
for industry and people, all provided by your 
banker at modest or no cost. Where else in the 
world can you get such a bargain? Is the banker 
an important man in the community? Does he 
contribute to the ease of the financial life of 
corporations, firms and individuals? I'll say he 
does and, if the critics don’t think so, just ask 
them to consider how they would like it without 
all this available to them. 


TIE-IN TO BUDGETING 


Now, what has all this to do with business 
budgeting? Plenty! Throughout the processes I 
have just described, the banker is expected to, 
and does, extend credit. He is required to base 
his judgment .in such matters on factual financial 
data. Your profession can help the borrower and 
the lender as well by assisting in the intelligent 
presentation of financial facts and forecasts to 
remove the guesswork to which the banker so 
often has to resort in appraising the amount of 
and period of credit usage. May I remind you that 
the banker himself uses the vehicle of business 
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budgeting for more than forecasting his own 
operating income and expenses. You know just as 
well as I that the banker is subject to the same 
limitations as you in that he can do just so much 
business on his capital, and today this is worthy 
of more than just passing note in view of high 
loan ratios and term credit components thereof. 


Granted, the ratios of bank statements may 
differ somewhat due to different types of business, 
risk assets, central banking techniques, etc., but 
the fundamental limitation nevertheless exists, 
that he cannot do more business than his capital 
will permit. Your banker must continuously 
appraise, among a multitude of other things, day- 
to-day deposit trends, availability of funds, daily 
demands for credit, usage of credit under existing 
commitments, including term credits, revolving 
credits, and old-fashioned lines of credit, repay- 
ment expectancy on outstanding loans, and 
investments, all to the end of operating profitably 
but at the same time keeping in a position to 
meet the credit needs and safeguard the business 
well-being of his community. 


The needed degree of vigilance admittedly 
varies withthe tightness of the money market and, 
make no mistake about it, today these factors are 
under the closest scrutiny, because today money 
is tight, plenty tight! In the past, the banking 
business did not differ from many others in that 
many problems requiring forecasting were handled 
on a rule-of-thumb basis. Today, it is different for 
all of us. Would it surprise you to learn that many 
major banks and other lenders, the insurance 
companies included, are forecasting availability 
of funds based on deposit trends, usage, and 
repayments of loans and commitments in order 
that they can establish sound pglicies with re- 
spect to loans and investments It might be of 
interest to you to learn that last September my 
bank estimated its loan position for December 
31, 1956, and we came surprisingly close to the 
actual figure. We have been doing this type of 
forecasting for some time and I might mention 
that many of the other large banks of the country 
are doing likewise. 


WORK-FORCE BUDGET 


Over and above all this, we have another major 
reliance on budgetary activities, which has to do 
with the budgeting of our clerical force in orderto 
take care of the wide swings in the volume of our 
work. For example, on a normal day we process 
about 700,000 checks in our Central Proof Depart- 
ment. Piled flat on top of each other, these 
checks would form a stack of checks about 22 
stories high. To handle this work requires a 
staff of 650 people working in three shifts 
around the clock. On certain days during the 
month the volume may run as high as one million 
checks, which means that we must arrange to have 
trained people availableto meetthis peak demand. 
With the employment situation what it is today, 
you will realize that this presents a real 
budgetary challenge. I'd iike to tell you that we 


have a fairly simple solution, but the truth is, we 
are frequently hard put to rearrange our staff 

assignments in order to get these checks pro- 
cessed on the day they are received. Usually, we 
forecast the volume figures pretty well, but 
sometimes trains are late bringing mail into 
Chicago or there is a snowstorm or some other 
unforeseen. event.that.causes.a mail pile-up and 
our personnel budgets are thrown out of kilter. 


Other areas of our operations require similar 
personnel budgeting. Our Bookkeeping Depart- 
ment volumes vary from a normal of 100,000 
checks per day to peaks of 250,000. Un- 
fortunately for us, these peaks frequently are at 
Same time as the peaks in the Proof Department. 
That is the reason we don’t like three-day 
holidays, week-end holidays. 


As I mentioned before, these are not the usual 
dollar budgeting problems, but they serve to 
illustrate the fundamental concepts involved in 
all forms of budgeting - careful planning, 
intelligent analysis, and the full use of all 
available data, to the end that we know where we 
are going and how we propose getting there. 


Well, so much for me and my problems which I 
have describedto illustrate that we in the banking 
business have a full recognition of the requirement 
of budgeting as part of our daily existence. I 
should like now ro review that phase of our 
operations, and yours, which brings us into 
direct contact with each other. I have reference 
to the extension of credit to corporations, firms 
and individuals and just where you fit into the 
picture. 


EVALUATION FOR LOANS 


For background purposes, I am going to set 
down something about a banker’s philosophy of 
commercial lending with respect to loans from the 
short-term category to those embracing a repay- 
ment period over a period of years, that is, term 
loans, revolving credit, etc. Granting acceptable 
requisite qualifications of character and capacity, 
a banker feels that the borrowing capacity of a 
business relates directly to its balance sheet, 
which is a qualitative and quantitative presen- 
tation of assets and debts; also to its profit and 
loss statement, which is a figure presentation of 
how much business was done and whether it was 
done profitably or otherwise. 


Working capital in a business, while technically 
representing the difference between current assets 
and current liabilities, also represents that amount 
of its own liquid funds which a business has 
available for the financing of its sales volume 
without resorting to the use of borrowed funds or 
incurring other liabilities. Obviously, there must 
be, and there is, a relationship between the 
amount of net worth and working capital of a busi- 
ness and the promotion of outside capital or 
liabilities it can safely obtain and carry. This 
frequently is related to the type of business and 
seasonal aspects involved. Any business to be 
called such must have a stock-in-trade and, ex- 
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cluding personal service business, this simply 
means that it buys a product and sells it as it is, 
such as a jobber or retailer, or it fabricates this 
product, such as a manufacturer, into another 
form for sale. Therefore, it sells so much product 
a month or a year and sells it at a figure which 
produces a profit or a loss. Selling at a profit 
adds to the financial responsibility of a business, 
whereas selling at a loss reduces the worth of a 
business. 


Therefore, when studying statements in contem- 
plation of a loan, a banker recognizes that the 
difference between the total sales for the period 
and the profit realized represents that amount 
that must be paid out for materials, services, or 
expenses; in other words, this is the cash pay- 
out required. Consequently, if the banker is 
asked to assist or participate in meeting your 
cash payout requirement , he wants to satisfy 
himself asto when and how the money he advances 
will be repaid. If there is a loss, it is incumbent 
upon him to be certain that the borrower has 
assets in sufficient amount and of proper quality 
to provide the necessary wherewithal for loan 
repayment or, at any rate, to be certain that the 
quality of management or historical earnings pro- 
vide adequate substitute assurance. 

Where doubt exists on his part in these regards, 
hethen carefully considers the wisdom of specific 
protection in the form of collateral, endorsements, 
or similar protection. 


Now, that is the banker’s philosophy of lending 
and | say loan practice based on this philosophy 
is good for the banker, for the borrower and for 
the community. Unfortunately, too often there is a 
lack of understanding regarding this philosophy 
between the lender and the borrower, which could 
be eliminated by straight talk so that each will 
know what is expected of the other. 


PREPARED PLANS FOR BORROWING 


The banker today is looking over his loans 
pretty carefully, that is, new applications as 
well as those presently on his books, because 
there is just so much money to go around and 
with the increased amount of loans in his port- 
folio, he has perhaps the largest degree of risk 
assets to capital and to deposits that has existed 
for a generation, and he is concerned as to where 
he is going. Consequently, were I in the position 
of a borrower, I would see to it that my banker 
had detailed supporting information in the form of 
balance sheets and income statements as well as 
such budgetary data as the circumstances seem 
to require, and I would also see to it that he is 
kept periodically informed as to actual experience 
versus forecasted operations. Moreover, | would 
see to it that he understands what I am giving him 
because today, unfortunately, with the attrition of 
the old pros and their realistic approach, industry 
and banking I believe contain elements of 
relatively inexperienced personnel who are 
entirely too superficial and who are inclined to 
woo the customer rather than to dig for data be- 


cause of the fallacious fear of offending a 
customer by straightforward talk. 


I have in mind, a case where we had a company 
come in wanting to borrow some money; $350,000, 
and we lent it to them, and they gave us a pretty 
fancyslooking budget. One of our men looked the 
budget over, made quite a speech about it, and 
then filed it away. This was about February, and 
in September I looked at the picture and found 
the company had lost about $500,000 of its own 
money and lost our $350,000 and wasin pretty 
sad financial shape. Now, that also could have 
been eliminated and certainly not have come as 
the surprise it did had somebody thoughtto check 
actual experience against forecasts. It was just 
as much the fault of the company as it was of the 
bank not to have kept bringing information in 
currently to show how things were going. 
Fortunately, correctives were applied and in time 
a very sick situation was converted into a 
profitable operation and eventually everyone 
came out whole. 


I have purposely mentioned the foregoing 
because I believe it has application in financial 
planning and business budgeting, particularly in 
view of present conditions when credit is tight 
due to excessive demands, when the economic 
goose hangs high and when it is accompanied by 
a concept that everything is going to be all right. 


MORE INTERESTING FACTS 


By way of amplification, let me cite a few 
arresting statistics which may help sharpen your 
perspective, and to these you can add many more 
which are applicable to your own circumstances. 
Business loans at May 1, 1957, as reported by 
about 400 banks in 94 leading cities, were 53 
billion dollars as compared with 38 billion just 
three years previously, an increase of 15 billion 
dollars. In contrast, demand and time deposits 
have increased only § billion, certainly indicative 
of tight money. 


Parenthetically, I might add that corporations 
have contributed to this tightness of money by 
withdrawal of funds from banks for investment in 
Government bills and commercial paper, the net 
return of which, after taxes, is not consequential, 
and, when the whole thing is figured out,] wonder 
if it has been an astute move, because such 
action I believe has contributed in part to higher 
interest costs for borrowed money. When those 
who have so invested run short of money, 
liquidate their holdings, and start borrowing from 
banks, they find that the increased interest cost, 
to which they have contributed, frequently more 
than offsets the income from past short-term 
investments. 


Further, insurance companies are well 
committed ahead for this year and for a good 
portion of 1958. Right in my own bank today we 
are lending against insurance company take- 
downs for 1957 and 1958. 
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Capital markets likewise have a very conse- 
quential backlog awaiting process. All of this 
means tight money, because savings cannot meet 
this tremendous demand. Add to this the circum- 
stance that the liquidity of corporations--that is, 
cash and government securities to current 
liabilities~as reported by the Federal Reserve 
Bank, has deteriorated steadily for 10 years - 
and it is currently at the lowest of the 10 years. 
Moreover, although working capital of corporations 
has increased 40 billion dollars in 10 years, so 
have current liabilities; and term debts of cor 
porations, again as reported by the Federal 
Reserve Bank, have increased from 4] billion 
dollars in 1946to 101 billion in 1956. To be sure, 
this reflects the impact of the Government tax 
take as well as the impact of inflation in our 
gross national product, which affects your 
company in financing its stock in trade, in 
meeting the cost of plant and equipment replace- 
ment, and still maintaining reasonable ratios, 
both from the standpoint of balance sheets and 
return on invested capital. 


PROBLEM HAS BEEN STATED — ANSWER? 


There, gentlemen, is the problem and I do not 
know the answer, but I do know that the company 
which is deficient in financial planning and 
budgeting is unsuspectingly inviting financial 
problems of magnitude commensurate with the 
degree of complacency. There is no question in 
my mind that today complacency exists on the 
part of the lender as well as the borrower, with 
the result that deterioration is being un- 
justifiably rationalized or completely over 
looked and, unless thwarted by realistic thinking, 
planning and processing, will result in individual 


and possibly cumulative unfavorable con- 
sequences. 


I conclude, gentlemen, by reiterating my 
earlier statement that your field and mine are no 
different from any other in that malpractice or 
incompetence by a few brings discredit on our 
entire profession. 


HAROLD L. COLTMAN, President, Los Angeles 
Chapter will act as associate chairman of the 
American Management § Association finance 
orientation seminar entitled ‘‘An Overeall Budget 
System for Profit Planning’’ to be held at the 
Sheraton Town House, Los Angeles, California, 
November 18-20, 1957. The subject ‘Organizing 
for Budgetary Control’’ will be presented by 
Mr. COLTMAN at the November 19, afternoon 
session of the three day seminar. 


OSCAR H. CURRY, Philadelphia Chapter, has 
been appointed Vice-President - Administrative 
Planning of the Campbell Soup Company. 


The Chicago Chapter extended a most cordial 
welcome to DUANE R. BORST from Milwaukee 
and LEROY O. KAMIN from Detroit. Duane is 
Director of Budgets for Joseph T. Ryerson and 
Leroy is associated with Allstate Insurance. 


ABOUT MEMBERS 


In the EAST, a similar AMA seminar to that 
described above, found five NSBB members 
taking part. On October 21-25 at the Sheraton 
Astor Hotel, New York, N.Y. the following New 
York Chapter members participated as guest 
speakers, LOUIS A. McCARTEN, ERICK W. F. 
KITTEL, ROBERT J. McKINLEY and H. T. DICK. 
They were joined by HARRY P. KELLEY of the 
Philadelphia Chapter. 


GEORGE A. BRICAULT and CHARLES P. 
REYNOLDS, Jr. of the Cincinnati Chapter were 
elected President and Secretary of the Cincinnati 
Control of the Controller’s Institute. 


PHIL MASTERSON, Los Angeles Chapter, has 
been transferred to Toronto, Canada where he will 
be Secretary-Treasurer of McCulloch Motors’ 
Canadian subsidiary. GENE KOLL takes over 
for PHIL as Budget Supervisor. 


JOHN JACOBS, Detroit Chapter, has been pro- 
moted to Assistant Division Controller for the 
Wolverine Tube Division of Calumet and Hecla, 
Inc. 


MORRIS E. CULBERTSON, Indianapolis Chapter, 
was promoted from General Supervisor, Cost and 
Accounting to Works Controller at National 
Malleable and Steel Castings Co. 


DONALD RICHWINE, Indianapolis Chapter, is 
now Supervisor Industrial Engineering at the 
Bridgeport Brass Company. 
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ABOUT OUR SPEAKER AUTHORS 


John F. Mannion 


**A Banker Looks At Budgeting”’ 


Mr. Mannion is Senior Vice President of Continental Illinois 
National Bank and Trust Company of Chicago. 

Upon graduation from New York University, he began a life-long 
career in the banking field. In 1933, he was elected Assistant 
Cashier; in 1940, Second Vice President, in 1943, Vice President 
and in 1954, Senior Vice President of Continental Illinois National 
Bank and Trust Company. 

He is a Trustee of De Paul University; a Director of Hospital 


Service Corporation (Blue Cross Plan for Hospital Care), and a 
director of Catholic Charities. 


Robert E. Merriam 


Budgeting—The World’s Largest Business 


Mr. Merriam is Assistant Director of Bureau of the Budget. He was appointed to 
this position in mid 1956 by Percival F. Brundage, Director of the Budget. 

In 1955, he was a Republican candidate for Mayor in Chicago. From 1947 to 
1955, he was a member of the City Council of Chicago. 

Immediately following World War II, he was a staff member of Federal Public 
Housing Authority and a Director of Chicago Metropolitan Housing Council. 

He entered the U.S, Army in 1942 as a Private and was discharged as a 
Captain in 1945. 

Prior to World War II, he was Personnel Officer of the National Youth 
Administration and Assistant Deputy Administrator of the National Housing 
Agency. 

He is the author of several books and articles in the field of government. 

The University of Chicago conferred upon him a M.A, degree in Public Admin- 


istration in 1940. 


University. 


Walter R. Bunge 


**A Budget Director Looks At Budgeting”’ 


Walter R. Bunge is Manager of Budgets for Inland Steel Company. Prior 
experience includes ten years as Budget Director of Allis-Chalmers Manu- 
facturing Company, and a number of years as a Management Consultant. In the 
consulting field, he specialized in budgeting, break-even analysis and profit 
planning. 

He has been active in the Wisconsin Society of Certified Public Accountants. 

He is one of the original founders and one of the earlier presidents of the 
National Society For Business Budgeting. Mr. Bunge is now an active member of 
the Chicago Chapter of N.S.B.B. and has served as advisor to this Conference, 

Mr. Bunge received his Master of Accounts degree from Madison College. 

Those of us in N.S.B.B, who know and have worked with him are proud that 
we have him as a fellow “‘Budgeteer’’. 


Mr. Merriam has taught at the University of Chicago and Northwestern 
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Detroit 32, Mich. 

Treasurer - Bernard W. Koski, Square D. Co., 
Detroit, Mich. 

Secretary- E. L. Sherk, Wyandotte Chemicals 
Corp., 1609 Biddle St., Wyandotte, Mich. 


INDIANAPOLIS 

President - James A. Miles, Eli Lilly & Co.; 
Indianapolis 6, Ind. 

Vice-President - Allen B. Faux, Pitman - Moore 
Co., Indianapolis 2, Indiana 

Treasurer- Dave M. Roberts, Indiana Farm Bureau 
Co-op Assn., Inc., Indianapolis 9, Indiana 

Secretary - Daniel J. Conlin, Eli Lilly & Co., 
740 S. Alabama St., Indianapolis, Indiana 


LOS ANGELES 
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Treasurer + Thomas H. Fallin, Western Leather 
Co., Milwaukee 1, Wisconsin 

Secretary - Omar E. Junker, Webster Electric Co., 
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Treasurer - James E. Conklin Ill, United States 
Nat'l. Bank, Denver 17, Colorado 

Secretary - Marvin F. Owens, Central Bank & 
Trust Co. Box 5548 Terminal Annex, 
Denver 17, Colo. 


SAINT LOUIS 

President - Reid McCrum, Anheuser-Busch, Inc., 
St. Louis 18, Mo. 

Vice-President - James Hughes, Combustion 
Eng., Inc., St. Louis 15, Mo. 

Treasurer - Joseph A. Alverez, Ramsey Corp., 
St. Louis 8, Mo. 

Secretary - Robert Hellman, White-Rodgers Co., 
1209 Cass Ave., St. Louis 6, Mo. 


SAN DIEGO 
President - James R. Herbig, Convair Div. of 
Gen’l. Dynamics Corp., San Diego 12, Calif. 
Vice-President- J. M. Maurer, San Diego 5, Calif. 
Treasurer- R. A. Cordner, Bill Jack Scientific 
Instrument Co., Solana Beach, Calif. 
Secretary- J. R. Lannom, Solar Aircraft Co., 
Dept. 401 2200 Pacific Highway, 
San Diego 12, Calif. 


SAN FRANCISCO 

President - Howard E. Williams, Continental Can 
Co., Inc., San Francisco 4, Calif. 

Vice-President - A. E. Ellison, Pacific Telephone 
Co., San Francisco 5, Calif. 

Treasurer - Valentine E. Peterson, Magna Power 
Tool Corp., Menlo Park, Calif. 

Secretary - William W. Winans, Dalmo Victor Co., 
1515 Industrial Way, Belmont, Calif. 


TRI-CITIES 

President - Ray Culbertson, American Air Filter 
Co., Inc., Moline, III. 

Vice-President - George F. Rau, Bendix Aviation 
Corp., Davenport, lowa 

Treasurer - Joseph G. Bettini, M. A. Ford Mfg. 
Co., Davenport, lowa 

Secretary - Henry C. Doofe, American Machine & 
Metal, Inc. 554+ 12th Ave., East Moline, Ill. 


TWIN CITIES 

President - Wm. P. Jolly, M. F. Patterson Dental 
Supply, St. Paul 14, Minn. 

Vice-President - Wilfred F. Neuman, Green Giant 
Co., LeSueur, Minnesota 

Treasurer -David E. Henderson, Minneapolis- 
Honeywell Regulator Co., Minneapolis 8, Minn. 

Secretary- V. K. Kowalsky, Ernst & Ernst, 
Minneapolis 2, Minn. 


: 
| 15 


16 


By: Walter R. Bunge 
Manager of Budgets 
Injand Steel Company 
Chicago, Illinois 


CONFERENCE 


SUMMARY 


A Budget Director appraises the statements of con- 

| ference speakers regarding budgeting, and amends their 
thoughts with viewpoints formulated over years of 
experience in the field of Budgeting. 


During the working life of many of you who are 
reading this article, this country has had remark- 
able economic stability. Probably some of you 
never experienced, in your working lives, a very 
precipitous depression such as we had in the 
early 30s. This has been true despite the fact 
that we have had as many as 12,000,000 persons 
in the armed forces and that most of those have 
come back to seek jobs. In addition to that, our 
economy has expanded so greatlythat historically 
one might have expected a ree reaction. But 
that did not come. We have had no serious un- 
employment situations, no bread lines, no runs on 
the banks. 


WHY? 


Do I startle you if I state that the key to this 
business stability is budgeting in its broadest 
sense? Before you jump at any conclusions, or at 
me, let me suggest that what this country needs is 
a new way to define budgeting. This sophisticated 
technique of management has come of age and it 
is time for a review and a new perspective of 
budgeting. Now is the time, and I can think of no 
better place to do it than right ‘here. Perhaps I 
didn’t startle you as much as I thought I was 
going to because of what youhave readin other 
recent budgeting articles printed in this and the 
last issue of Business Budgeting. 


The prognosticators of a generation or so ago 
worked in an era of trends and cycles. Books 
were written on projection based on cycles and 
waves and repetitions of history. There were 
cycles within cycles, and, if you remember, 1932 
and 1933 were supposed to have been years of the 
coincidence of the downward swings ofa number of 
cycles. The swings up to that time were violent 
and wide anddeep and high. There was tremendous 
action and there was violent reaction. Mr. Morris 
B. Cohen, the Economist from the National 
Industrial Conference Board expressed itthis way: 


*'Prior to World War I, the emphasis was all 
on the dead statistics ofthe past. It was only in 
the interwar period, between World War I and 
World War II, that the emphasis shifted to the 
development of current statistics. . .” 


‘tAfter World War II, however, growing 
recognition has been given to statistics which 
throw light on the future. This also happens to 
be the period when business budgeting 
blossomed. These two developments are not 
unrelated. It is only with heightened interest in 
budgeting which involves planning decisions 
affecting the future that such a shift could take 
place.’’ 


SAFETY VALVES 


There were excesses in the ’20s and excesses 
in the ’30s; There was frenzied action and frantic 
reaction. But, like the excesses of youth, 
this period taught us a great deal which we 
digested in the later "30s and subsequent years. 
We learned how to build into our economy safety 
valves or mitigating forces which would tend to 
offset any excesses in either direction. Their 
very presence became a leveling device. Let me 
cite only one as an illustration: The insuring of 
deposits. The existence of such guaranteed 
deposits prevents even the idea of a panic run on 
a bank; at least it has so far. 


But that is only pare of the picture. A real 
hairecurling depression, once started, could very 
well exhaust the built-in safety valves. But we 
are not as likely to have one of those because we 
are nolonger planning or budgeting by projection. 
We have learned to do it by synthesis. Let us 
return to the economists for a moment again. 
Economists today goto every area of the economy, 
to the different industries and the consumer him- 
self to find out what everyone is planning to do. 


You have had this process described to you in 
other articles: the canvassing of companies and 
individuals to find out how much they are going to 
spend and what for;to find out about new construc- 
tion, about the inventory situation, about Govern- 
ment purchases. In these estimates is a reflection 
of both the short-term and the longerterm 
budgeting of the companies involved, and, of 
course, of the Government as well. Then these 
intended actions are combined, the many segments 
of the whole picture are synthesized to produce 
a much clearer view of the economy for the next 
twelve months or so. 


Then, presumably, we act accordingly; but 
sometimes we act differently and more wisely 
than we had planned because of the picture we 
now see. Consequently, the picture doesn’t always 
turn out according to the original plans, it turns 
out a little better. It is modified because of the 
corrective and preventive actions which can now 
be taken in light of the new information. 


Let me illustrate. In 1949-1950 and again in 
1953*1954, there were some indications of what 
we might call inventory recessions. Inventories 
were building up too fast. If this continued, 
perhaps for a booming five or six months, there 
would be a sudden drop. It didn’t happen quite 
that way. The buildup was not as high as 
Predicted, the dip didn’t go as low, and the 
subsequent rebound was not a runaway boom. 
Both projected action and reaction were modified 
because the whole picture of what all industry 
combined intended to do was more clearly in 
focus, and as a result corrective measures were 
taken in time. It is this ability to plan ahead that 
gives us the ability to more effectively control 
the undulations of our economy. 


ECONOMIST’S OUTLOOK 


Let me quote again what Mr. Cohen wrote about 
what the economists are doing today in the post 
World War II period: 


**In the past decade, we have witnessed the 
publication of business expectations surveys 
such as those conducted by the National 
Association of Purchasing Agents, Dunn & 
Bradstreet, etc. These represent informed 
judgments on future business trends as they 
relate to the company’s own operation. It seems 
to me that only with the formalization of the 
planning process underlying budgeting that 
such expectations surveys can begin to have 
significant predictive value.’’ 


And, again referring to his own organization’s 
work, he said this: 


**At the Conference Board, we hope we are 
making a further contribution with our quarterly 
survey of capital appropriations. However, all 
of us are finding that budgeting itself is a 
force making for stability,as well as helping us 
economists to analyze whatever changes are 
taking place in business decisions and 
planning.’’ 


However, this is a complex society and there 
are factors other than broad budgeting which 
contribute to economic stability. Today we have a 
wider distribution of personal income. There is 
increased home ownership, fully amortized 
consumer borrowing and a better informed policy 
of monetary regulation. These are, in the last 
analysis, all phases of better informed, broader 
and synthesized planning. One of the results of 
this better planning is a lack of general alarm 
when one industry temporarily hits the skids. 
There was a time when a depression in a key 
industry spread such alarm in the projectionist’s 
charts that it affected every other industry. There 
was a scare reaction. 


Today, by careful synthesis of economic in- 
formation, the picture as a whole is only partly 
and locally affected by a decline in an industry. 
The result is what has been called a “rolling 
economy”’ in which industry corrections are per 
mitted to take place one at a time without unduly 
influencing the country as a whole. The past 
year has seen a number of industries go up and 
down one after another. The result was an inter 
locking of these patterns. While some were down, 
many were pretty well up. Consequently, our 
Gross National Product in constant dollars, 
hasn’t moved a great deal in that period. The 
Federal Reserve Board Index of Total Production 
hasn’t varied more than several points within the 
past year. 


But again I am but reflecting the feelings of 
others. Mr. Cohen reported that: 


‘Budgeting is factual; it is rational. 
Economists used to talk of waves of optimism 
and pessimism sweeping through the business 
community. The preparation of, and intelligent 
adherence to, budgets have removed much of 
the emotionalism from business behavior. In the 
budgeting process, the company’s objectives 
are planned, coordinated, and controlled. A 
company with faith in itself and in its budget 
does not panic at the first sign of variance.”’ 


And, later in his article, 


*'My own opinion is that the growing practice 
of budgeting in the postwar years is directly 
related to the absence of business cycles that 
had characterized earlier years....the develop- 
ment of budgeting, its greater acceptance and 
increasing expertness, has represented a basic 
force for stability, not just a continuation of 
past levels, but a stability in the rate of 
growth.’’ 


But, as you can readily see, this whole attempt 
would be futile indeed if we did not apply it to 
our own individual businesses. We do the same 
thing there. We go to the foreman, the salesman, 
the engineer and the treasurer and we find out 
what they are going to do. We put that together, 
we synthesize the year just as though it had 
happened, except that it happens to be next year. 
Then comes the process of blending and molding 
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and adjustment until we have the kind of year 
that we want to see under the given set of 
conditions, all finally agreed to by everyone 
involved. But we also go one step further. As we 
develop our plans, we induce each one who has 
made his original plan to also plan what he would 
do under a range of contingencies which could 
happen. This is budgeting by synthesis and it is 
the new way of budgeting. It is the description of 
budgeting we are looking for. 


OPERATING MAN’S APPRAISAL 


Mr. Nelson White, an operating man, the Vice 
President of Manufacturing at International 
Minerals and Chemicals Corporation, described 
much the same analysis of the separate parts of a 
business in his article when referring to manage- 
ment, he wrote: 

**. . . In taking a scientific look at managing, 
it has been necessary to look at its component 
functions as we would the complicated 
mechanical device. To do this, we must stop 
the machine and disassemble it. Then, by 
studying the separate parts, we can hope to 
understand the whole. But the order in which 
these parts are assembled does not necessarily 
bear any resemblance to their sequence when 
in operation. 


‘So it is with managing. Like the machine, 
when in operation, each component must operate 
dependably and action of one causes action or 
reaction of the other.’’ 


To accomplish this examination and evaluation 
and for other purposes he, too, uses the budget. 
He emphasized this forcefully when he stated: 


**You probably feel at this point that there 
has been a great deal devoted to managing and 
not much to budgeting. Let’s see if we can 
connect them up. What is Budgeting? It is, or it 
can and should be, as versatile and widely used 
tool of operating management as can be found...’’ 


Now, if we look at budgeting in this way, we 
can see that:it is nothing other than planning 
carefully for conditions as they seem to exist and 
for contingencies, and doing this by synthesis, by 
putting small parts together into a much more 
realistic whole. Budgeting, therefore, is simply 
the practice of economics and good scientific 
management by industry as a whole, by its 
segments and by its individual companies. 


The former method was budgeting by projection 
and cycles, and it was done in an ivory tower. 
The present way, budgeting by synthesis, is done 
by everyone who spends the company’s money, 
and it becomes the tool of everyone who controls 
the expenditures of the company’s money. 


Tremendous strides have been made in the art 
of management. One of these is the modern 
budget. Today most companies budget in one 
form or another, but any successful company, if 
it does not budget formally, certainly must 
budget informally, whether it recognizes it or not. 


If it did not, it would simply not exist under 
today’s conditions. 


MANAGEMENT'S APPROVAL 


Mr. John R. Bartizal, Chairman of the Board of 
Benjamin Electric Manufacturing Company, made 
some cogent observations. You will recall that he 
placed the value of formal planning and budgeting 
ahead of the value of a review of the past. He 
indicated that the past supplied background but 
was not satisfactory as a pattern for the future. 
Let me quote him: 


**You must avail yourself of every opportunity 
to project the net result of all new programs, 
new decisions and new techniques. This will 
provide management with an important tool for 
appraising proposed changes in policies or 
methods and for determining a course of action 
which has the best chance for success.’’ 


~~ - Certainly, before deciding upon a 


course of action, management needs to know a 
great deal about where each proposal will 
lead, and it needs to make some calculations. 
These may be made roughly on a scratch pad 
or even as mental calculations, but experience 
shows that sound decisions are made only 
from carefully calculated forecasts of the 
results of each alternative.’’ 


During the era of the Chautauqua, and of 
lecture tours, there was a famous lecturer by the 
name of Russell Conwell who gave a lecture 
called ‘‘Acres of Diamonds’’ thousands of times 
throughout the country. That lecture was about a 
man who lived in South Africa and, becoming im- 
patient with farming, traveled throughout the 
world in search of riches. He died disappointed, 
his quest in vain. Later, on his own farm were 
found, right in his own backyard, literally acres 
of diamonds. The economists and the budget 
people have searched for many years, searched 
far and wide for magic formulae, for statistics 
that.could be.correlated, for something that would 
magically indicate what their own companies 
would be doing next year. They have now returned 
to their Own companies and found in their fellow 
employees the key to their own problems. 


But to find these acres of diamonds among our 
own fellow employees and specialists we need to 
have their confidence, totreat them as friends and 
collaborators. Mr. Bartizal stated that we should 
go out of our way to give credit throughout the 
organization for any contribution made to the 
overall budget. He said we should give credit very 
freely to those who cooperate in developing the 
program, and thus encouraging all departments to 
present their plans through the budget. 


HUMANIST’S COUNSEL 


And this was also the general theme of the 
humanist who spoke at the 7th annual NSBB 
convention, Dr. R. K. Burns, Executive Officer, 
Industrial Relations Center, University of Chicago: 


*'Now, the things we can do about budgets I 
think are three, and I will name them here in 
closing. 


"One, we can try to extend greater par 
ticipation in the making of the budget to the 
people who are concerned and affected by it; 
and I mean honest participation, not pseudo- 
participation. It may not be possible to let 
people decide on the goals, but at least we 
can let them have a voice in deciding how we 
are going to reach the goals. 


‘fAnd let me remind you that nobody goes 
along 100 per cent with any decision unless he 
has some voice in it.I don’t saythat we should 
turn the management of the plant over to the 
workers, but I just say the great unmarked 
theory inthe field of management is motivation. 
You may be able to crack the whip but you 
may crack morale atthe same time. You may be 
able to make people jump, but you may not be 
able to make them work; and participation, 
letting people understand, as they understand 
it, they will accept it; as they accept it, they 
will follow through, they will do the job the 
way we want it done. Participation, in short, 
is one way of dealing with this problem. 


‘*Another is training in human relations, 
training in why people act the way they act, 
understanding individuals, how to build a 
better man force relationship. All of these 
things are important in utilizing budgets as a 
tool. In short, it is not so much the budgets, 
frequently; it is the way we utilize them, the 
way they are constructed by the people that 
are affected, as a form of pressure, as a yard- 
stick for evaluation, for determining whether 
they are succeeding or failing, the kind of 
leadership patterns we use in instituting 
them. . .”” 


CONTROLLER’S ADVICE 


Mr. J. L. Peirce, Controller of the A. B. Dick 
Company stressed the 
establishing working Understanding between 


individuals. 


‘Is budgeting a mete technique or can we 
classify it as a science? Dictionary definitions 
seem to afford quite a lot of support for calling 
it a science. The presence Of verifiable general 
laws and the systematizing of knowledge with 
reference to these laws is reason enough. I 
feel this to be important as a starting point. 
When fixed rules and laws can be discovered 
for the practice of any technique, it taRes on 
aspects which portend great development. 
Budgeting fits this specification. 

**We find as we explore this subject that the 
rules which govern the science of budgeting 
are not accounting rules. Neither are they 
rules of organization, although both of these 
fields of knowledge are indispensable to its 
practice. The rules that we are concerned with 
are those which establish working under 
standings between individuals.”’ 


In the times before general acceptance of the 
principles of budgeting, and, I might add, in 
some cases with good reason, the budget has 
been heard to be called the ‘“‘fifth wheel’’. 
Even today I heartily subscribe to that nomen- 
clature -- the budget is the fifth wheel of 


the company. Remember that the fifth wheel on 
your car is the wheel that the driver grasps and 


uses to steer the whole vehicle. 


The 7th annual NSBB conference has been a 
conference dedicated to ideas. Let me leave a 
few last ideas with you. Blend the thinking of 
the specialists within your own organization and 
use that distilled knowledge to synthesize your 
budget. We have passed from the era of projection 
in budgeting, as we have in economics, into the 
era of synthesis. You will find then that budgeting 


is a tremendous new opportunity. 


BUDGET DIRECTOR’S WARNING 


Now let’s look a bit into the future. What 
major problems are we as a country and as 
individual companies likely to face? Let me 
remind you that we must add to simple synthesis 
the insurance of planning for contingencies, 
planning what will happen ‘‘when and if’’. The 
time may soon come when we will need to plan 
what we will do if: 


1. Defense expenditures should suddenly 
drop because of disarmament agreements or 
because a few powerful machines will make a 
large army with its tremendous equipment 
obsolete. 


Mr. Robert E. Merriam, Assistant Director 
of the Bureau of the Budget for the United 
States stated that we have now some elements 
of a dual budget in the defense area. We must 
maintain our present machines and methods of 
defense while we are at the same time de- 
veloping new weapons which may, some day, 
reduce the necessity for the older implements 
and personnel of defense, I believe England 


has very recently already made the switch. 


2. Another thing that may happen is that we 
findthat we have a shorter, pefhaps drastically 
shorter work week. I will not go into details on 
this one. Messrs. Reuther and McDonald will 
eventually give us those, 


3. Or suppose that the backward countries 


develop industrially, and instead of our 


sendingthem goods and machines and knowhow, 


they send us products. Then there isthe possi- 
bility that, even before this happens, 


4. We are gradually flooded with more and 
more cheap, but good, products from the 
industrially advanced countries. These 
countries have long had flourishing industry, 
but were stopped for a while by World War II. 
What would happen if they pour more and more 
of their products into our country, so that their 
specialties flood our markets, and, we hope, 
our specialties flood theirs? 


‘ 
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Will these rather major changes mark the 
beginning of a series of deep and long readjust- 
ment depressions? Not necessarily, and not if we 
muster enough wisdom and courage and determi- 
nation. I have lived through the depression of the 
early ’30s. During that time some gifted genius 
wrote a little poem, and that poem chanced to 
circulate through our office. It was an effective 
expression of the feelings of that day. Here is 
that poem: 


Two frogs fell into a deep cream bow]; 
One was an optimistic soul; 
But the other took a gloomy view 


**We shall drown,’’ he cried, without more ado. 


So, with a last despairing cry, 
He flung up his legs and said ‘'Good Bye.”’ 


Quote the other frog with a merry grin, 

“Il can’t get out, but I won’t give in, 

I’ll just swim around till my strength is spent, 
Then I will die the more content.’’ 

Bravely he swam till it would seem 

His struggle began to churn the cream, 

On top of the butter at last he stopped 

And out of the bow! he gaily hopped. 

What of moral? Tis easily found, 

**If you can’t hop out, keep swimming around.’’ 


I predict that we will have to do something. We 
can have a higher standard of living. We can 
have more leisure, better occupied. We can show 
the world what can be done under those even 
more nearly utopian conditions. We can, if we 
plan ahead; and nationally, industrially and 
individually budget by synthesis. 


With the summer devoted to non-publishing duties and the last 
issue of Business Budgeting concentrated on the review of the 
last National Convention, we just haven't had an opportunity to 
print the pictures of the presentation of the charter to the Los 
Angeles Chapter, We hasten to rectify this condition and we pre- 
sent forthwith the evidence of charter presentation and wish to 
introduce the first chopter officers of the Los Angeles Chapter. 


1956-57 National President Bill 
McGuire (left) presenting NSBB 
Charter to Los Angeles Chapter 
President, Ilal Coltman (right). 


Left to right: Al Foy, Vice Pres. 
Los Angeles Chapter Frank Wilson, 
Treasurer, Los Angeles Chapter 
Bill McGuire, 195657 National 
President, llal Coltman, President, 
Los Angeles Chapter,Ross Stevens, 
President, San Diego Chapter 
(1956-57) 


11.8. “‘llap’’ Gray, Secretary, Los 
Angeles Chapter 
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By John L. Mitchell, Comptroller 


INCORPORATED 


PORK AND BEEF PACKERS 


POST OFFICE 1138 


Louisville.1,Ky. 


BUDGETARY CONTROL 
OF PACKING HOUSE EXPENSES 


Does the packing house business interest you-then this article will. Does a review of 
the practical use of a budget interest you-then this article will. A packing house budget 
procedure in action and an all too apparent conclusion is expressed by the author in 


this informative article. 


The greatest cost problem in our industry is 
presenting statistics and results at the foreman 
level, in such a form as to be practical and at 
the same time interesting enough to hold the 
attention of the reader and encourage enthusi- 
astic cooperation. Nor are we unique in this 
respect. I have examined many detailed reports of 
projected costs, budgeted expenses and income 
that represented hours of meticulous mathematical 
calculations, carried to fantastic details. Unless 
the reader happened to be an interested student of 
advanced economics, he soon became confused 
and lost in the labyrinth of the report. This type 
of statement would receive scant attention at an 
operational level. 


Reports, to be effective, must be read and 
understood. A brief report has a much better 
chance of being read than a long one. Simplicity 
and brevity are closely related. A short report, 
must of necessity, be fairly simple. Everyone 
understands dollars and cents. From a practical 
standpoint, a variation of a thousand dollars 
between budgeted costs and actual expenditures 
becomes a very personal problemto a foreman who 
feels a responsibility for maintaining a profitable 
operation within his department. A slight vari- 
ation in cost per unit is not nearly as significant 
at this level. 


Furthermore, an operating report that does not 
compare actual results with budgeted standards, 
has little or no effectiveness. 


THE PACKING BUSINESS 


The meat packing business is one where profit 
margins are incredibly narrow, where the cost 


of livestock and that of the finished products 
are based on unrelated markets. 


The meat packer does not have the advantage 
that many manufacturers possess, of selling only 


those items which bear the best margin of profit. 
The slaughter of livestock produces certain 
articles in fixed proportion to the aggregate, and 
all of these must be sold. On the other hand, a 
determination can be made as to the extent to 
which any given article shall be most profitably 
processed. Sales can be processed to this extent. 
The decision must be made, depending upon the 
possibility of the net profit to be obtained at 
each step of processing. For example, bacon can 
be sold fresh of frozen, skinned or unskinned, 
cured or smoked. It can be sold in one piece or 
it can be sliced. T:shere is a ready market for 
each step of the processing. The price at which 
the product will move is dependent upon the 
demand for the various products. 


As the above is true of most of the articles 
processed, it will be seen that an intelligent 
merchandising of our production requires an accu- 
rate knowledge of the cost of these various con- 
versions, as well as a keen analysis of current 
market conditions, both locally and nation-wide. 


It is essential that our sales department be 
furnished with day-to-day statistics of local and 
national conditions, as well as a complete and 
accurate cost of producing these articles. 


Every assistance must be given the sales 
department to enable them to obtain a profit from 
transactions. Management must be constantly 
alert to the effect of each decision. Sales 
policies and sales prices which result in a good 
profit today may well be a loss tomorrow. 
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THE PRODUCTION DEPT’S KEY ROLE 


But it is the production department which 
really holds the reins on the costs and expenses 
which actually control net profits. 


Responsibility for net profit rests squarely 
upon the shoulders of each employee, regardless 
of the task assigned. 


Only the determination of the extent of profit 
and the calculation of its origin are under the 
province of the accountant. 


It is not enough to have a scientifically de- 
signed budget, which results in a theoretical 
cost of production. The actual cost of producing 
an article is obviously the determining factor in 
calculating a profit. 


When the actual cost of production is compared 
to the predetermined cost as expressed by 
budgeted expenses, the results can be startling. 
Losses due to waste, inefficiency, and careless- 
ness are not discovered or corrected until a well 
ordered and maintained set of accounts are 
made available at all levels of management. 
Excessive losses of weight during processing 
produce losses where profits were expected, yet 
these losses may not be apparent until controls 
are set up and maintained. 


It is a peculiarity of our industry that the very 
nature of our raw materials, i.e., livestock, re- 
quires a considerable amount of hand work. It is 
true, in my lifetime, tremendous strides have 
been made in developing labor-saving machinery 
in our industry but the fact remains, that most of 
our production depends upon individual workman- 
ship. 


Our company is considered one of the small 
packers. Most of our customers are located within 
a radius of two hundred miles of our plant. Our 
livestock is produced close by. Yet we manu- 
facture approximately a hundred different types 
and packages of sausage, over three hundred 
cuts and types of pork products, and almost two 
hundred products obtained from beef, veal, and 
lamb. This requires, in addition to a meat 
inventory, over fifty different kinds of spices, 
flavorings, and condiments. We are obliged to 
carry a stock of almost a thousand items such as 
boxes, paper, labels, wrappers, and items of 
like nature necessary to prepare and package our 
production for marketing. 


ELEMENTS OF COST 


Costs of raw materials vary from day to day. 
Production is governed by the shifting demand 
for various products by the consumer. We can- 
not build stockpiles of perishable products. We 
must produce only when sales are being made. 
Yet the sales department must at all times have a 
price upon each productthat will insure a reason- 
able operating margin. 


The computation of standards or predetermined 
direct expenses is not difficult. Our time-study 


department furnishes the cost department with 
labor standards for each product manufactured. 


The cost of ingredients, such as salt, spices, 
and condiments, are available by applying to our 
recipes, the current cost of these items from 
figures supplied by the purchasing department. 


Wrappers, labels, cartons and paper are 
expensed according to the requirements of each 
product. 


Indirect costs are applied to products on a 
basis of budgeted cost per pound of product. 


Distributive costs are appliedto each product 
from the budget agreed upon, for selling, delivery, 
assembly of orders, office and administrative 
expenses. 


Thus, by using a combination of the budgeted 
expenses of those functions necessary to fully 
process, sell, and deliver any given article, a 
computation can be made of a theoretical stan- 
dard cost which, under ideal conditions, can be 
relied upon as a basis for figuring sales values. 


THE CRUX OF THE PROBLEM 


The real problem isto coordinate our production 
and distributive departments to the point at 
which actual costs do not exceed budgeted costs. 

Weekly labor costs reports are furnished each 
foreman, showing the total cost of labor within 
his department, separating straight time, over 
time, incentive, and penalty pay. At the same 
time, he is furnished with the production of his 
department forthe pay week, andthe predetermined 
labor cost of each of the articles produced. The 
sum total of the budgeted labor is compared to 
his payroll, and the difference between the two 
set out in the report. A copy of each report goes 
to the superintendent’s office, and a summary of 
the entire operation is furnished top management. 


This method of payroll accounting is not 
confined to the direct manufacturing costs. The 
delivery department operates under a budgeted 
cost of labor per pound of actual net weight of 
deliveries made. The assembly department, the 
sales department, and even the office, all operate 
under budgeted costs per pound of product. We 
know, and our foremen understand that all ex- 
penses,which are incurred must be recovered 
through sales, before a net profit can be real- 
ized. If our delivery department should exceed 
budgeted costs by a quarter of a cent, the sales 
will in all probability result in a loss. 


Thirty foremen are furnished comparative 
reports each week. Meetings are held with the 
superintendent to discuss problems and questions 
regarding variations from budgeted costs. 


At the close of each accounting period, the 
costs and expenses assigned to each depart- 
ment, based upon production of the respective 
departments, are summarized into one statement. 
The accounting department prepares an operating 
statement in the same manner. The comparison of 


budgeted costs to actual costs is carried to each 
item appearing on the operating statement. Fach 
difference is fully explored. Frrors in counting 
Or pricing inventories are quickly corrected. 
Losses due to waste, spoilage, and like fac- 
tors, are brought out into the open and respon- 
sibility fixed. Errors caused by incorrect pricing 
of materials are adjusted for the subsequent 
period. Fach correction or adjustment brings the 
budgeted profit and the realized profit closer 
together, until the two figures are reconciled. 


EFFECT ON ATTITUDES 


It is amazing how the above procedure, when 
followed to a conclusion, month after month, 
gradually shifts the thinking of the entire 
Organization. The manufacturing departments 
begin to think in terms of cost of production, 
rather than volume, regardless of costs. The 
sales department becomes more interested in 
profit volume, rather than sales volume. Fven 
the purchasing department buys with a thought 
of the ultimate effect upon the sales cost, 
rather than merely maintaining inventories at 
proper levels. 


This type of thinking is of great value. In an 
industry such as this, production is ordinarily at, 
or near, plant capacity. With the sales depart- 
ments all striving for profitable operations, the 
tendency to increase volume by blindly grasping 
for sales, regardless of the net profit involved, 
is replaced by a selective sales policy. Price 
cutting is no problem when realization of the 
penalties involved is fully recognized. 


Budgeting inspires thinking all through the 
Organization. Comparative reports carry an 
incentive to all employees, thus producing 
constructive planning that is bound to influence 
net profits. For here we have a common demon- 
inator that actually applies to each employee’s 
effort, a realization of planned costs, resulting 
in planned net profits. 


The very fact that each workman can measure 
his own effort has a very gratifying effect upon 
the spirit of the entire organization. Savings 
become a very real thing when they can be 
measured and identified, dollar wise, each week 
in a simple, concise report. 


GUIDED ACTION 


These reports, within themselves, do not 
accomplish these results. They are but the tools 
with which to work. Leadership is the prime 
directing force. To obtain the leadership and 
cooperation necessary to bring this method to a 
conclusion, requires a great deal of time and 
patience on the part of the accountant. Education 
and experience is gained as the plan progresses, 
and momentum increases rapidly as results 
become more and more apparent. Generally 
speaking, employees untrained in accounting 
methods are apt to look with undue skepticism 
upon a report or a statement, particularly if the 
report is unfavorable towards them. It requires 
considerable training by the accountant before 
complete confidence in the statements can be 
developed. Once this confidence is acquired, it 
soon becomes evident in the desire of the fore- 
men to improve unfavorable results within the 
production centers under their supervision. 


In an industry as old as ours, dating back to 
the early days of civilization, tradition and 
superstition are rampant. It has long been a 
familiar axiom that our problems are peculiar to 
our type of business. The solution that other 
industries have found to similar problems were 
not applicable to our problems. This trend of 
thought is slowly changing. We have found that 
many other types of industries have made much 
more progress in the solution of similar problems 
than has been true of the meat packers. This 
places an even greater responsibility upon the 
accountants within the industry, but the 
opportunity is equally great. 


Give me the serenity to accept that which cannot be changed, 


Give me the courage to change that which must be changed, 


Give me the wisdom to distinguish one from the other. 


- Author Unknown 
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The Chapter Formation Committee is concerned 
with aiding the orderly growth of NSBB so that the 
advantages of membership in a chapter are made 
available to as many practicing budget men as 
feasible. 


The word ‘‘orderly’’ is emphasized because 
NSBB strongly feels that it must not ‘‘promote’’ 
chapters simply for the sake of having additional 
chapters. The need for a chapter must be generated 
in the particular city, largely through and by local 
people. 

Nevertheless, NSBB, through this committee, 
wants to aid local chapter formation effort by 
these means: 


1. Help sell the NSBB concept, a concept of 
service to budget men. 

2. Collect and provide names of interested 
people in a given area who have earlier expressed 
some interest in the organization, from its files 
and from its roster of members-at-large. 

3. Serve as a source of information, literature, 
etc., to aid local budget men who typically have 
no direct knowledge of NSBB methods and practices. 

4. Send seasoned NSBB officers and members 
to an area where there is an interest in a chapter 
to confer with and advise local people (and often 
provide the program at an initial meeting). 


The Chapter Formation Committee is headed 
by a national chairman and there are, in turn, 
area chairmen responsible for each section of the 
country, to gain the advantages of localized know- 
ledge and effort. During the past few years, there 
have been four areas: Eastern, Midwestern, Southern 


CHAPTER FORMATION COMMITTEE 
DON BACON — CHAIRMAN 


NATIONAL 
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and Western. The country is being broken up into 
a larger number of areas this year to improve the 
service offered. 


MANUAL FOR CHAPTER FORMATION 


A Manual for Chapter Formation was developed 
during the 1956/57 year and is now available. 
This contains the following sections: 


1. Organization. (area assignments and map of 
areas and chapter cities) 

2. Literature. (a list and samples of NSBB 
literature currently in use) 

3. Sample Chapter Formation Letters. (drafts of 
letters directed to a prospective key man, and to 
a member prospect) 

4. Mechanics. (a general foreword, quotations 
from statements by other chapters on how they 
were successfully formed, the mechanics of the 
initial canvass, the steering committee, and 
chartering, how expenses are to be handled, etc.) 

5. Goals. (alist of cities in which NSBB believes 
it ought to have chapters, with emphasis on those 
most likely to lead to chapters in the coming year) 


HELPFUL HINTS 


The following excerpts from the Chapter For- 
mation Manual are informative: 


**There is no one way to form a chapter of NSBB. 
Ie will grow out of local desire coupled with a 
deep feeling for the value of NSBB on the part of 
the organizers, both national and local. Once the 
national group is convinced of interest in the 
local city, it will move rapidly, through the Chapter 
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Formation Committee, to supply backing, provide or indeed any present member will aid NSBB if he 


supplies, aid in answering questions, send seasoned helps in arousing interest for a chapter. There is 4 
representatives, and present the charter. no reason why two or three chapters cannot make A! 
a cooperative effort to form a chapter in a certain . 


*‘Just as there is no hard and fast way to form 
a chapter, there is no exclusive assignment of the 
responsibility for chapter formation effort. While 
the Chapter Formation Committee expects to do 
most of the work and to be the national group’s 
‘*key man,’’ no one is barred from starting the ball 
rolling towards a new chapter. Any present chapter 


city. Any member should feel free to write a busi- 
ness acquaintance where there is no chapter, ask 
him if he is interested, attach whatever literature 
is handy, etc. All that is asked is that the al- 
propriate area chairman be brought into the pic- 
ture whenever the prospect has indicated some in- 
terest.”’ 


In other words, every member of NSBB can be a part of the chapter information activity and the 
Society welcomes your interest and effort. 


The 1957/58 National Chairman for Chapter Formation is director Don Bacon of Chicago. The 
area chairmen are: 


NORTHEASTERN MIDNORTHERN MIDEASTERN SOUTHEASTERN 
John F. McDonnell Carl O. Wessman Fred J. Kieffer Charles P. Reynolds weg 
Landers, Frary & Clark Harris-Seybold Corp. Wilson Freight Forwarding Co. Trailmobile Inc. ee 
New Britain, Connecticut 4510 East 71st St. 3636 Follett Avenue 31st & Robertson Rd. . “a 
Cleveland 5, Ohio Cincinnati 23, Ohio Cincinnati 9, Ohio peas 
MIDWESTERN MIDSOUTHERN WESTERN 
Walter Verbeck Lee C. Stetson Ross D. Stevens i; 
International Harvester Co. Chance Vought Aircraft, Inc. Solar Aircraft Company j 
2626 West 31st Street P. O. Box 5907 2200 Pacific Highway ae . 
Chicago, Illinois Dallas, Texas San Diego 12, California Ss or. 
NATIONAL SOCIETY POR BUSINESS BUDGETING ee 


CHAPTER CITIES AS OF AUGUST, 1957 y 
CHAPTER FORMATION REGIONS FOR 1957-1956 
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chapter Formation Committee 
Donald E. Bacon, Chairman AUDSQUTHERN 
Area Chairmen 
Ross D. Stevens - Western mah 
Walter A. Verbeck - Midwestern | 
Lee C. Stetson - Midsouthern ' 
Carl O. Wessman - Midnorthern 
Charles P. Reynolds - Southeastern 
John F. McDonnell - Northeastern ae 
Fred J. Kieffer - Mideastern ; 


The map reproduced above shows the states comprising the new chapter formation areas. A 
regional chairman has been appointed for each area, and the potential new chapter cities are listed 
below with prime prospective cities marked with an asterisk. 
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NORTHEASTERN MIDNORTHERN MIDEASTERN SOUTHEASTERN 


Boston* Pittsburgh* Baltimore* Atlanta* 
Hartford* Arkron* Richmond* Birmingham* 
Scranton* Columbus* Washington, D.C. Memphis 
Springfield Kalamazoo* Norfolk Nashville 
yi Fall River- Buffalo Charlotte Miami 
‘ New Bedford Rochester Wilmington Jacksonville 
Providence Syracuse Raleigh ¢ 
Albany Flint 
Toledo 
MIDWESTERN MIDSOUTHERN WESTERN 
Kansas City* Houston * Portland - 
Evansville* Tulsa* Salem* 
Omaha San Antonio Seattle - 
Des Moines Fort Worth Tacoma* 
Fort Wayne Oklahoma C. Spokane 
Madison New Orleans Salt Lake City 
Duluth - Austin Phoenix 
Superior Albuquerque 
Peoria 


NATIONAL OFFICERS & DIRECTORS STOP DELIBERATIONS TO 
POSE FOR PORTRAIT AT SEPTEMBER DIRECTORS’ MEETING. 


DID THEY DELIBERATE? HERE’S EVIDENCE. 


EIGHTH ANNUAL NSBB 
NATIONAL CONFERENCE 


MAY 22 - 23, 1958 


AT THE HOTEL ROOSEVELT IN NEW YORK CITY 


THEME 
BUDGETING, THE KEYSTONE OF MANAGEMENT PLANNING 


CONFERENCE CHAIRMAN CONFERENCE SECRETARY 
William J. Edmonds K. A. Olson 

Standard Oil Co. of N. J. International Business Machine Co. 
30 Rockefeller Plaza 590 Madison Avenue 


New York 20, New York New York 22, New York 


THE NEW YORK CHAPTER AND NEW YORK CITY CONVENTION BUREAU CORDIALLY INVITES 
YOU TO VISIT THE WORLD’S LARGEST CENTER OF BUSINESS AND RECREATIONAL ACTIVITY. 


THE NATIONS TOP BUSINESS, INDUSTRIAL AND GOVERNMENT EXECUTIVES WILL 
TEAM UP TO MAKE THE 8TH ANNUAL CONFERENCE PROGRAM A TRUE 
REFLECTION OF TO-DAYS AND TO-MORROWS ECONOMY. PLAN NOW TO ATTEND. 


WRITE TO CONFERENCE SECRETARY FOR FURTHER INFORMATION 
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